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THE STANDARD OIL COMPANY. 



SENATOR CAMDEN. 

Few things in fiction are more wonderful than the history of 
petroleum since the opening of the first oil-well in Pennsylvania, 
on August 28, 1859. Four years before that time, Jonathan "Wat- 
son, who owned a tract of land on Oil Creek, noticed oil flowing 
from a spring. He took a bottle of it to Hartford, Conn., to have 
it analyzed by a well-known chemist. This authority pronounced 
it an artificial product and not a natural one. Had any person 
then predicted that North-western Pennsylvania and "West Vir- 
ginia would be f oimd to contain vast reservoirs of this oil, and 
that it would in a score of years have added $1,000,000,000 to the 
wealth of the nation, he would have been considered insane. Yet 
such a prediction would have fallen short of the truth. There 
are to-day more than 20,000 wells producing this oil, and over 
100,000 persons are exclusively engaged in handling it. Rail- 
roads have been built to transport it, while through a net-work 
of over 4,000 miles of iron pipes, running over mountains, be- 
neath rivers, and through cultivated fields, streams of it pulsate 
continually. Oil from the weUs in Pennsylvania lights the streets 
of South American cities, cathedrals in Etirope, the mosques of 
Asia, the shop-windows of Jerusalem, and it is known and used 
over the whole civilized world. 

"While Col. E. L. Drake has the credit of being the first person 
to drill successfully for oil in this country, Mr. Charles Lock- 
hart, of Pittsburg, Pennsylvania, was probably the first person 
who made the production of the article a business. The discovery 
of petroleum in Pennsylvania was followed closely by its devel- 
opment in "West Virginia, on the Rathbone estate, at Burning 
Springs. The first weUs bored in "West Virginia yielded oU at 
less depth and in greater quantities than the first wells of Penn- 
sylvania, and, in consequence, "West Virginia was supposed to 
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be the richest territory ; but the immense yield resultiag from 
deeper boring and the discovery of new territory in Pennsylvania 
soon left that State without a rival. 

In 1860, Mr. Loekhart visited Europe to introduce the crude 
and refined oils there, and although his samples attracted little 
attention at the time, his trip was not without subsequent good 
results. Beginning in 1862 with shipments of 588,000 gallons of 
oil to Germany, which was sold for $2,000 less than the cost of 
transportation across the sea, the exportation of oil has steadily 
increased, until it now reaches but little less than 2,000,000 gal- 
lons a day. ^ For the first seven months of 1882 the value of the 
exports of petroleum and its products was $30,946,856, which 
was exceeded only by the exports of cotton and cereals. During 
the first eight months of 1882, 433,261,181 gallons of crude oil, 
or its equivalent in refined, were exported, against 390,016,648 
gallons during the corresponding period in 1881. 

These surprising results are by no means due to the simple 
discovery, in 1859, that oil could be obtained by drilling for it. 
Petroleum was no new thing in 1859. It has been known in 
Europe and Asia since the earliest ages of the world. Kerosene 
was extracted from the cannel coals of England in 1694, as re- 
corded in the specifications of letters patent granted at that 
time. It was afterward made from the bog-head shales of Scot- 
land, the albertite of New Brunswick, and the asphaltum of 
Trinidad. Coal oil was also manufactured from coal in Prince 
Edward's Island in 1846. A kerosene oil manufactory of this kind 
was established on Newtown Creek, Long Island, in 1854, sev- 
eral years before the oil discoveries in Pennsylvania. Kero- 
sene, however, was a manufactured article, while petroleum is 
the natural product of the earth. It is produced in the north of 
Italy, and was used there for illuminating purposes before atten- 
tion was called to it in this country in 1859. It is also found 
in Germany, Prance, Russia, India, in the Island of Trinidad, 
and in Canada. 

It is plain, therefore, that it is to neither priority of discovery 
nor monopoly of the world's supply that the overwhelming pre- 
eminence of American petroleum is due. Quite as much as from 
the native superiority of the article, this preeminence results 
from our peculiar national genius and capacities in respect to 
both mechanics and commerce. The following example wiU 
serve to illustrate the difference between American and other 
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methods in this industry. In 1735 an oil field was discovered 
in Alsace. It proved a profitable investment, and oil — used 
there principally for lubricating purposes — is still obtainable 
in paying quantities. The striking peculiarity is that the W6rk- 
ing of this field has been developed to the extent of only four 
weUs in one hundred and fifty years, while the same crude 
methods for obtaining it are in use now that were used in the 
beginning. The only improvement is that within a few years a 
boiler and engine for hoisting purposes have been substituted 
for human labor. The Cherry Grove district in Pennsylvania 
is not larger in extent than the Alsatian field, and yet three 
hundred and fifty wells were sunk there within two or three 
months of 1882. Still more striking comparisons could be made 
with other and less civilized countries where petroleum has been 
obtained in greater or less quantities for ages. 

It may be admitted, then, that to our national characteristics 
is to be largely attributed the unprecedented development of the 
American petroleum industry. The specific agency through which 
this development has been mainly effected is tiie organization 
known as the Standard OH Company, which may be defined to 
be an association of business houses united under one manage- 
ment in such a manner as to insure harmony of interests, and 
a consolidation of capital adequate to any possible business 
emergency, yet each retaining its individuality, and even com- 
peting sharply with the others. 

In order to appi*eciate what the Standard Oil Company has 
achieved, it is first necessary to glance at the condition of the 
oil industry at the time when this company entered it. All the 
circumstances surrounding the first production of petroleum 
tended to make it an unbusiness-like enterprise. The novelty of 
the article, the romance of the search for it ia. the wilderness, 
the sudden and fabulous wealth that rewarded success — aU 
these attracted especially the unsettled and adventurous elements 
of the community, and made the oil regions, in 1865, almost 
the counterpart of California fifteen years before. Truth, 
stranger than fiction, turned men's heads. Sober business was 
neglected. The one idea was to obtain a fortune by speculation 
or by a fortunate turn of the drill. Volumes have been written 
about the vicissitudes of this extraordinary period. Colonel 
Drake, the pioneer, wasted a fortune in speculation, and in his 
last years was only saved from actual want by a pension which 
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the State of Pennsylvania granted Mm (and afterward continued 
to his widow), refuting the old proverb of the ingratitude of 
republics. Shaw, who discovered oil in Canada, also lost in 
speculation the money his discovery had brought him, and ten 
years later, while working for two dollars a day in Titusville, 
died a stranger and forgotten. John Steele, or " Coal-oU Johnny," 
as he was familiarly called, the youth who went to bed one night 
a laborer, and awoke next morning a millionaire, squandered his 
wealth, and is now earning a modest living at fifty doUars a 
month. The Story Farm, famous for its immense production, 
was sold for $30,000. It soon proved to be worth a million. In 
May, 1865, there were two buildings ia Pithole, and three months 
later 15,000 persons found shelter there. Land which a few 
months before had been sold for an insignificant sum per acre 
was resold in town lots at the rate of $10,000 for a piece large 
enough to build a house upon. The Holmden farm, which was 
bought for $25,000, was sold in three months for $1,600,000. 
Magnificent hotels and theaters were built, and railroads and 
pipe lines constructed to the place. A few months later the oil 
was exhausted and the town deserted. To-day the relics of a few 
houses stand to mark the spot. In another case one of these 
wilderness hotels, costing $65,000 to build and fit up, was sud- 
denly stranded by the receding tide, and being sold for taxes, 
almost before the paint was dry, brought less than $50. 

In such a condition of affairs the state of the oil industry 
was, of course, deplorable, from a business stand-point. The 
universality of speculation ; the utter disregard of the laws of 
supply and demand, aggravated by the haste of each land- 
owner to multiply his wells and get as large a share as possible 
of the underlying oil pool which his neighbors were sucking up ; 
the lack of handling facilities, resulting in prodigal waste ; the 
apparent instability of the whole business, which was hourly 
expected to vanish, and in many instances did vanish as sud- 
denly as it had appeared — all this conspired to make the oil re- 
gions a pandemonium of excitement and confusion, and the sim- 
ple statement of a man's connection with oil was a severe blow to 
his credit. The refining of oil at this early period was on a basis 
but little better than that of its production. Processes were 
extremely crude, and their product would to-day be unmerchant- 
able for illuminating ptirposes. StiU the demand for it was great 
and growing, and refineries multiplied. The competent and the 
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incompetent rushed into the business in shoals, until the refining 
capacity of the country was more than three times the demand 
for consumption. Reaction, failures, and demoralization were 
the inevitable consequences. 

The refiners recognized the dangerous and demoralized con- 
dition into which the excessive capacity of the refineries had 
brought them. The world would take only so much refined oil 
as it needed for immediate consumption, and no more ; and the 
manufactured article, unlike the crude, could not be stored for 
any length of time. Various efforts were made to correct this 
evil of overproduction, through pools and running arrangements, 
restricting capacity; but pools were broken, and agreements 
were ineffectual, until the lowest ebb in the oil business was 
reached. By this time bankruptcy had overtaken a large portion 
of the refining interest, and was threatening all. Such in gen- 
eral was the situation out of which was developed the Standard 
Oil Company, as a necessity, to arrest the conditions which were 
driving aU connected with the business to bankruptcy and ruin. 
To limit production was impossible. The extent of the oil-field 
was a matter of conjecture, while the number of persons who 
would engage in boring weUs and in prospecting for new terri- 
tory was without limit. Leaving production, therefore, to take 
care of itself, the labors of the Standard Company were concen- 
trated upon the refining interest, with the object of stopping the 
disastrous overproduction of the manufactured products. With- 
out entering into the details of their progress, — how the princi- 
pal refining interests were first united under the management of 
the Standard Company, and how others graduaEy came into 
cooperation, whilst those less hopeful of the future of the busi- 
ness were bought out for money; how ineligibly located or 
poorly equipped refineries were dismantled and others better 
adapted to their purposes were improved, — it is only necessary to 
state that their success was such as to vindicate the wisdom of 
their broad plans and to establish the superiority of their busi- 
ness methods. It did more than this. It demonstrated that, 
under such firm and intelligent control, the oil business had pos- 
sibilities which the doubting ones and the public generally had 
not seen, and this demonstration was followed by an antagonism 
to the company such as aU great and successful organizations 
have to meet. How these possibilities have been developed is 
indicated by the facts that a day's work of the Standard 
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Company at this time involves, among other things, the hand- 
ling of more than 60,000 barrels of oil, the putting together of 
ninety tons of tank iron, and the making of 100,000 tin cans, 
holding five gallons of refined oil each, and 25,000 oak barrels, 
to hoop which requires 150 tons of iron. 

But, while a commanding position in refining was thus being 
won, the Standard managers were equally active in the mechan- 
ical and chemical departments of the business. Under their 
direction the process of refining was improved more rapidly than 
ever before. Oils grew better, cheaper, and more uniform, and 
as the problems of distribution were grasped and solved, the 
market for these products widened continually. In a word, the 
phenomenal genius for organization, which aU concede to the 
Standard, produced its natural results throughout the entire 
business, and from being one of the most irregular and unprofit- 
able of American industries, oil refining and selling became 
thoroughly systematized ; and in the train of system followed 
economy and success. 

The question of oil transportation and storage early engaged 
the attention of the Standard corporation. At the outset the 
methods of carrying oil were as primitive as might be. Imper- 
fect barrels carried on wagons were jolted to and fro over the 
corduroy roads which connected the wells with the streams, 
where rafts and flatboats received them for further laborious 
transportation. With such methods as these and the universal 
craze for well-boring, it is small wonder that a great propor- 
tion of the oil brought to the surface had to soak back into the 
earth or float off through the water-courses of the vicinity. This 
condition of things, however, did not last long. Railroads 
were built, tank-cars invented, and finally, in 1865, iron pipes 
began to be laid to bring the oil from the wells. During the ten 
years following a number of pipe line companies were organized 
for running and storing the crude liquid. Each company 
covered certain territory, and producers availed themselves of 
the pipe-Hue facilities. Bach producer received a certificate of 
deposit for his oU, redeemable in oil at any time on payment 
of storage charges. These certificates, which were not nego- 
tiable, were influenced somewhat in value by the pecuniary 
standing of the company, but more particularly by the nature 
of the territory the pipe-line company covered ; it was like the 
old State bank currency. Outside of its particular territory a 
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pipe-line certificate was at a discount. In 1877, tlie Standard 
Oil Company consolidated these various organizations under 
its own control as the United Pipe Lines. The restilt is that 
to-day an oil certificate, like a greenback, is as good in one part 
of the country as in another, and can be negotiated at any of our 
commercial centers. These certificates are practically the oil of 
commerce. Under the present system the collection and hand- 
ling of crude oil is as nearly perfect as it can be made. The 
company runs a pipe to each well, even to the most unimportant 
and isolated, without charge to the producer for the accommo- 
dation, thus enabling him to dispense with aU local storage. It 
talies oil anywhere, and delivers it at any railroad shipping 
point in the oil regions which the holder may indicate, and aU 
this without any other than the regular storage charges. Still 
further: as the Pipe-line certificates are uniformly for 1,000 
barrels each, the Standard, for the accommodation of producers 
having smaller lots to dispose of, keeps its own men constantly 
" at the front," ready to buy any such lots for cash, at the cur- 
rent market price for larger lots ruling at the oil exchanges on 
that day. This, as will be seen, places the smallest producer on 
an equality with the largest. The amount of oil held by the 
United Pipe Lines is gauged every day, and once each month 
a sworn statement is sent to a State ofBcial, and also publicly 
posted in the exchanges, giving the quantity and location of 
all oil on storage, together with certain other petrticulars. This 
system precludes aU possibility of an over-issue of certificates, 
and warrants their integrity. During the year just passed 
the United Pipe Lines purchased over half a million barrels to 
make up shortage from the natural shrinkage of the oil which 
they held on storage. 

It costs $250,000 for the tankage in which to store 1,000,000 
barrels of petroleum, or, for land and tanks and incidentals^ 
$300,000. A plot of one hundred acres accommodates only 
eighteen tanks, as they have to be detached and trenches dug 
around them to provide against fire. Cannon are kept at each 
tankage station to perforate the tanks when on fire, so as to let 
the oil out into the ditches, that it may bum gradually, and pre- 
vent overflow and stiU greater damage. Most of the fires at the 
tanks are caused by lightning. Losses of this kind, for the oil 
only, are assessed pro rata on all the holders of certificates, thus 
effecting the cheapest and best kind of insurance. Each tank 
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has a capacity of 35,000 barrels, and the loss of this amount 
would be made good by an assessment of one-tenth of one per 
cent, on all oil at present stored. 

In six years there has been an increase of some 30,000,000 
barrels of oil on storage with the United Pipe Lines. To pro- 
vide for this increase the company constructs an average of one 
iron tank of the regular capacity every day. The pipe lines are 
now connected with about 20,000 wells, and, in addition to the 
4,000 miles of pipes already referred to, the company have now 
in operation more than a thousand miles of trunk pipe lines, 
running from the oil regions to Cleveland, Pittsburg, Oil City, 
Buffalo, and New York, and is rapidly completing trunk lines 
to Philadelphia and Baltimore, of which over 200 mUes are 
already laid. The pumping stations along these trunk lines 
are about twenty-five miles apart. At each are two or more 
tanks, one of which is being emptied while another is being 
filled. A six-inch pipe is used, which can deliver 16,000 barrels 
each twenty-four hours. 

These brief statements, however, give only an outline of what 
the Standard Oil Company has accomplished. It has been the 
instrument, if not the cause, of almost the whole development 
of the oil industry — production excepted — during the last de- 
cade ; of vastly improving and bringing to uniformity all oil 
manufactures; of cheapening these latter to an unprecedented 
degree, and pushing the introduction of American petroleum to 
the remotest parts of the earth ; of furnishing employment to 
a host of men equal in number to the standing army of the 
United States, and of giving an impulse of prosperity to everj' 
locality in which its operations are conducted. It has probably 
had less trouble with its enormous laboring force than any other 
corporation of comparable importance in the world. 

In view of this state of facts it might reasonably be sup- 
posed that the Standard Oil Company would have been entitled 
in some degree to public commendation for what it has accom- 
plished, and the beneficial results produced — not that it has any 
claim on the score of philanthropy. It has not. It was organized 
and is operated to do in the best manner the largest possible 
amount of business. But the fact that philanthropy is not the 
mainspring of its corporate action cannot destroy the other fact 
that great public benefit has resulted from the Standard's work ; 
greater, unquestionably, than could ever have been brought about 
by the use of even equal capital and equivalent energy, divided 
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between a score or a hundred disconnected and unfriendly organ- 
izations. In place, however, of the approbation which has been 
referred to, the Standard Oil Company has for some years been the 
target for unlimited abuse and misrepresentation. The reasons 
for this lie partly on the surface. No great enterprise was ever 
carried through without interference with somebody or some- 
thing. The choicest field cannot always be saved from the ad- 
vancing railroad; yet no one, save perhaps the owner of the 
property, will insist that railroads should not be buUt. The par- 
allelism does not need elaboration to indicate the origin of much 
of the opposition to the Standard. But this company is at least 
the equivalent of a railroad in importance, and if its progress had 
worked actual hardship to individuals it could not be justly con- 
demned therefor. In point of fact, however, less of such hardships 
can be charged upon the Standard than upon most corporations; 
In aU its thousands of miles of pipe-laying no right of eminent 
domain has ever been exercised, but every foot of the right of 
way has been purchased by agreement with the land-owners. So, 
too, in consolidating its refining interests, there is no instance in 
which the company did not pay full value for what it received. 
Amongst the enemies of the Standard were men whose hard- 
ships were wholly of their own making. They were the men 
who, in the infancy of the combination, when all refiners were in- 
vited to ally themselves with it, and take Standard stock to the 
amount of the agreed valuation of their property, were ready 
enough to sell, but preferred money to stock, and after getting 
their price congratulated themselves on being wiser than " the 
visionaries," who were risking everything on the practicability of 
their undertaking and the continuation of the oil supply. When, 
however, the hopes of these visionaries were more than realized, 
the cautious sellers for cash became unhappy, and finally cried 
out, not, however, against their own mistakes, but against this 
dangerous monopoly which had wrested their property from 
them. There was no lack of unsuccessful oil-men, sensational 
writers, and persons with grievances, to help give utterance to the 
anti-Standard cry. The bitterest grievances were those of the 
small refiners, whose real complaint was that the Standard, with 
its improved processes and immense product, had too greatly 
cheapened the cost of manufacturing and marketing refined oil. 
As it would not do, however, for them to complain that the pub- 
lic was getting its oil too low, they, too, raised a clamor against 
the " monopoly." A class of politicians, adopting what is known 
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amongst themselves as " the Anti-Monopoly racket," were anx- 
ious to inflame the public mind against aU large corporations. 
The Standard seemed most vulnerable. It could not be denied 
that it was a corporation, that it was rich, busy, and little given 
to talk ; and as it paid no attention to attacks, its enemies in- 
sisted that this was a guilty silence. The public ear was gradually 
gained by frequent repetitions of uncontradicted calumny, and 
several respectable journals and magazines lent themselves, in 
excusable ignorance of the true state of the case, to the dissemi- 
nation of the same. The Standard came to be referred to and 
popularly pictured as a giant monopoly, a monster of iniquity, a 
crusher of the innocent and helpless, a corrupter of railroads, 
and a stealthy foe to the liberties of the people. The effect of 
all this was sought to be heightened by a flavor of mystery and 
terror. The officers of the company were likened to the tyrants 
of old, and their private offices to the secret chambers of the 
Inquisition — and the public listened, and felt its hair rise with 
horror. 

Meanwhile the Standard was, as usual, attending strictly to its 
legitimate business, — refining and selling oil, and employing its 
great resources in the work of increasing storage facilities rap- 
idly enough to save the producers from the loss of their oil: 
but to its accusers it made no answer. Whether its indifiference 
to public accusations was the best course under the circumstances, 
it would be fruitless to discuss. Perhaps it was, as aU calumny 
eventually dies of itself. And in the oil regions, where the hos- 
tile feeling had its birth, it is indeed practically at an end. 
Many, however, may still be surprised to learn that the Standard 
Oil Company is not the monster that it has been represented ; 
that it has never had a contract with a railroad company which 
a fair-minded man could pronounce to be against public policy, 
good morals or good business principles; that it has never 
broken an agreement nor committed an act of treachery 5 that 
it is not a speculator nor a manipulator of speculative prices, as 
has been so often charged ; that it is not a monopoly, and never 
can become one, despite its present great preponderance in the 
trade ; in short, that this great bugbear is nothing more nor less 
than an organization of laborious, painstaking men, who, with 
great abilities and great opportunities, have made a great success 
by legitimate means, in a legitimate business. 

J. N. Camden. 
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MR. WELCH. 

" 'Whence and what art thou, execrable shape ?" 

— Paradise Lost. 

The institution of which, we speak (and it is right to speak 
of it as an institution, for it is very much more than a corpora- 
tion) has nothing analogous to it in the other institutions of this 
country ; and still less analogous is it to the institutions of any 
other country. On this account the idea of it is not readily 
grasped by the average citizen ; he does not obtain a particu- 
larly intelligent or discriminating view of it ; he hears a few 
things and draws a conclusion, which conclusion may stand 
with a greater or less degree of permanence, according as his 
mind may be undisturbed on the subject further, or something 
of a more forcible character than he has yet heard comes before 
him, and he makes a new estimate. In speaking in this way of 
the citizen it is implied that the press is not well informed 
on this subject. The Standard OH Company is certainly an 
interesting and sensational thing, and a fitting subject for press 
comment; but it has so many sides that it is difficult to give 
more than a fragment at any one time, and the most general or 
central facts pertaining to it newspaper men will no doubt uni- 
versaJly agree are exceedingly dif&cult of penetration. 

If there was ever anything in this country that was bolted 
and barred, hedged round, covered over, shielded before and be- 
hind, in itself and in all its approaches, with secrecy, that thing 
is the Standard Oil Company. The energies of Congress, of 
State legislatures, of criminal and civil courts, of special and 
general investigating committees, of corporate, journalistie and 
private enterprise, have been expended in investigating this 
subject. As a resiilt there are tomes of literature that are 
rather appalling to look upon, and to investigate the investi- 
gations becomes a work of considerable arduousness. In the 
mass of literature produced, however, is illustrative evidence 
that can be succinctly set forth, and from which important con- 
clusions very naturally follow. 

There is a lateral but important branch of this subject which 
may as well be briefly referred to here, but which would well 
admit of an extended amplification and development. There is 
a growing sentiment in this country unfavorable to the accumu- 
lation of enormous fortunes in single hands, and, as the reverse 
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of this, there is a disposition on the part of those who are pos- 
sessed of enormous fortunes, or who are in the way to acquire 
them, to strengthen themselves against the feeling hostile to 
them. This cannot be done in any other way so eflfeetively as by 
multiplying the holders of the enormous fortunes, and enlisting 
the zeal of their followers. By their power in the press, in the 
national and in State legislatures, in the courts, in official life, in 
political parties, in social ramifications, in literature, in the pul- 
pit, we see developed a body of opinion which comes to be a 
part of the national life, and the sentiment which aims to dis- 
lodge it is reprobated as communism or revolution, to be sup- 
pressed summarily. 

The source of this spirit is not in the walks of commerce as 
they have been known, — mercantile, banking, shipping, manu- 
facturing, — but in that relation which a class bears to the 
public, wherein the public have no alternative but to accept 
the offices of this class in such spirit and such manner as it 
chooses to render them, unchecked by the competition which 
governs ordinary commercial relations, and so amenable only 
to a public sentiment which has not found out how to assert 
itself effectively. Railroad transportation and telegraphic trans- 
portation, in connection with the enormous landed interests 
which go with the former, are the chief sources of fortunes that 
are a menace to liberty. 

The Standard Oil Company has taken very high rank among 
the powers built on transportation to which I refer. Its name 
does not imply that its power is built on transportation, and 
that it is a transportation power ; the name suggests commerce 
purely, and as commerce implies competition, the idea is not 
readily seized that its power is, first, of transportation and 
non-competitive ; and, second, of commerce — the latter subsid- 
iary to the former. 

The Standard Oil Company preceded the east and west trunk 
lines in eliminating competition from transportation, and while 
these were still warring in their general business, the former 
had brought competition in oil freights practically to an end. 
What is more, the Standard became practically a dictator to the 
railroads of their relations to petroleum, — not in terms, indeed, 
and in an arbitrary way, but in a genial and conciliating one. 

The Standard has occupied the felicitous position of being a 
transportation power that dealt and speculated in the com- 
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modity it transported, and a commercial body that, with full- 
ness of knowledge, was guardian and dictator (qualified as in the 
preceding paragraph) of the transportation of its commodity. 
Those who were placed at disadvantage hy this double relation 
of the Standard to petroleum, were refiners attempting to do 
a purely commercial business in connection with it, hiring their 
transportation as commercial firms ordinarily do ; speculators 
in crude oil in the oil region, who would have desired greatly 
to know the relation the article they were interested in bore 
to transportation to the world's markets; and merchants or 
speculators, or both, in refined oil, who had a relation to it 
after it left the hands of the transporter and refiner for dis- 
tribution in different parts of the world. This full and exclusive 
knowledge has, perhaps, had as much, if not more, to do than 
advantages in transportation rates, in assisting the Standard 
people to absorb the business, as it enabled them to act with 
great confidence and boldness in the regular channels of the 
trade, while others could only act timidly and falteringly. 
Some people love to dwell on the foresight, energy, enterprise, 
and ability shown by the Standard in what it has accom- 
plished, and point to the company as a mommient of all these 
qualities. Let any set of business men not above the aver- 
age in business characteristics obtain more favorable rates of 
transportation of an entire commodity than anybody else; let 
others be constantly misled about what the favored ones are 
paying, and let it be a speculative commodity subject to wide 
fluctuations, with transportation at times a factor as important, 
or more important, than the first cost of the article and its prep- 
aration for consumers : could they not drive others out of the 
business, and occupy it in all its branches, or nearly all, how- 
ever extensive these branches might be ? A belief has prevailed 
very widely through the petroleum trade for some years that 
half of the Standard profits have been derived from fluctua- 
tions ; that is, were of the nature of speculative profits, and 
were not an ordinary mercantile profit at all. 

The Standard's advantages in fluctuations are extraordi- 
nary. Its position gives it an intimate knowledge of the 
trade. It can buy crude, and sell it out both as crude and 
refined; it can sell crude "short"; it is able to withhold and 
has withheld supplies from foreign markets, while things were 
ripening for an advance, and it has sold largely ahead pre- 
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vious to a fall, and has practiced the tactics of the "short" 
sales on the refined oil market. Aside from the natural fluctu- 
ations, which it is in the best position to observe, there is its 
own power of manipulation, which a mere contemplation of its 
position reveals. 

Another source of extraordinary profit has been used by it. 
Railroad proprietors have done business at a loss, the Stand- 
ard standing by and getting a benefit from the loss; and in 
the powers which the Standard has shown of inducing the 
railroads to do business at a loss they have certainly been 
better circumstanced at times than if it had had resting upon 
itself a pecuniary responsibility in moving oil by rfril from the 
oil region to the eastern sea-board. 

The following propositions, showing the relations of the 
Standard to transportation, are established by ofiScial records. 
They are mostly drawn from the printed proceedings of the 
Hepburn Legislative Investigating Committee of the State of 
New York, 1879 and 1880. From exhibits, pages 418, 573, 180, 
175, 470, 473, 621, 512, 514 ; from testimony, pages 3398, 3689, 
3705, 3472, 3475, 3664, 3666, 6669. 

A. That it has been its aim to make the business non-com- 
petitive through control of transportation. 

B. That railroad managers have cooperated with it in this 
aim. 

C. That success has attended it in this, not in every respect 
and at aU times, but enough to throw the business into its 
hands. 

The following minor propositions are closely related with the 
foregoing and are equally educed from the official records : 

a. That its relation to railroad transportation out of the oil 
country has enabled it to drive competitors out of business as 
shippers and refiners of petroleum. 

5. That the railroad managers have shown no consciousness 
of committing an act adversely affecting public interests. 

In proof of these propositions, we have the following docu- 
mentary evidence : 

Mrst. Four contracts of January 18, 1872, between the New 
York Central and Hudson Eiver Railroad Company, the Erie Rail- 
way Company, and the Pennsylvania Railroad Company, and the 
Atlantic and Great Western Railway Company, and the South 



THE 8TANBABD OIL COMPANT. 195 

Improvement Company. In these four contracts the following 
passages appear: 

" 5. To charge to all other parties for the transportation of petroleum and 
its products, rates which shall not be less than the gross rates above 
specified ; and should at any time any less rate be charged directly or in- 
directly, either by way of rebate, commission, allowances, or upon any 
pretext whatsoever, the same reduction per barrel shall be made to the party 
hereto of the first part, from the net rates provided for them, on all trans- 
portation for them during the period for which reduction shall be made to 
others." 

" Article Poueth. And it is hereby further covenanted and agreed by and 
between the parties hereto, that the party hereto of the second part shall at 
all times co-operate, as far as it legally may, with the party hereto of the 
first part, to maintain business of the party hereto of the first part against 
loss or injury by competition, to the end that the party hereto of the first 
part may keep up a remunerative, and so a full and regular business, and to 
that end shall lower or raise the gross rates of transportation over its rail- 
roads and connections, so far as it legally may, for such times and to such 
extent as may be necessary to overcome such competition. The rebates and 
drawbacks to the party of the first part to be varied pari passu with the 
gross rates." 

The South Improvement Company was an organization 
designed to accomplish, and by about the same parties, what the 
Standard combination subsequently accomplished. 

Second. Contract of March 1, 1875, with the Erie Railway 
Company, and of January 1, 1876, with the New York Central 
and Hudson River Railroad Company, determining the relation of 
the Standard Oil Company with the terminal facilities of these 
railroad companies at the port of New York. 

The former notes that the "Weehawken oil yards (belonging 
to the Erie Company) are in full and complete possession of 
the Standard Oil Company, which possession is further given 
and confirmed by this contract. The Standard Oil Company is 
to do the business of the Erie Railway Company at these yards 
in the name of the latter company, and assume the charge and 
collection of freight and charges on all oil transported to the 
port of New York over the Erie Railway, and is to be paid five 
cents per barrel by the Erie Company for doing this business, 
the latter company not to be subject to risk on the oil after 
arrival and delivery at the yards. These points, with the ex- 
ception of the leasing of the docks, also appear in the contract 
of April 17, 1874. 
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Tlie contract with the N. Y. C. & H. R. R. Company places 
the terminal facilities of that company in complete possession 
of the Standard, which is consequently to handle ail the oil 
received, taking the responsibility of loss by fire after it is 
delivered into its possession. Nothing is said in the contract, 
however, about the Standard collecting charges and freights in the 
name of the railroad company, as in the case of the Erie Com- 
pany. The Standard is to provide means of taking care of oil 
as received, and delivering it to consignees. In consideration of 
these services to the railroad company, the Standard is to receive 
ten per centum of the rate fixed from time to time for the trans- 
portation of crude petroleum and the refined products, on every 
barrel transported for the Standard, and for those authorita- 
tively represented by it. 

Third. Agreements of April 17, 1874, with the Erie Railway 
Company, and the A. & Gr. W. Railway Company, and of 
August 1, 1875, with the N. T. C. & H. R. R. Company, and the 
L. S. & M. S. Railway Company, give conditions pertaining to 
transportation, but state that the rates should be adjusted and 
fixed from time to time, by agreement, between ofQcers of the 
Standard and of the railroads ; that the latter shall charge the 
former at no time prices higher than the lowest net rates paid 
by any other shippers to other railroads. In the case of the 
N. T. C. & H. R., and L. S. & M. S. companies, if the Standard 
pays more than to a competing road, or than another shipper 
pays to these roads or a competing road, the Standard shall be 
refunded the excess with interest; and if the Standard pays a 
competing road more, the excess shall be paid to these roads 
with interest. The Standard itself, through an associated firm, 
was furnishing transportation tanks on cars of its own, and 
on railroad cars, and receiving from the railroads for so doing 
so much per mUe in the former case, and so much per trip in the 
latter case, and taking the risk of fire and loss of oil, except from 
the wreckiag of cars. The Erie Company, in this contract, agreed 
to make the surrender of the Weehawken docks, covered by con- 
tract of March 1, 1875, referred to on a preceding page, first 
putting buildings, erections, and appurtenances in good repair. 

About this time an arrangement was entered into by the 
trunk lines from the oil regions to the sea-board for a division 
of the tonnage of oil, the division to be made by the Standard, 
this arrangement being independent of prices that might be 
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rilling for transportation. We find an exchange of letters, 
dated Philadelphia, October 17, 1877, between the Vice-President 
of the Standard and the President of the Pennsylvania Railroad 
Company. The former writes : 

" That you shall allow to, and pay us, weekly, such commission on our 
own shipments and the shipments which we may control, as may be agreed 
to by your company and the other trunk lines from time to time ; this 
commission, it is understood, has for the present been fixed at ten per cent. 
upon the rate, and shall not be fized at a less percentage, except by mutual 
agreement of your company and ours — provided, that no other shipper of oil 
by your line shall pay less than the rate fixed for us before such commission 
is deducted ; and no commission shall be allowed any other shipper imless he 
shall guarantee and furnish you such quantity of oil for shipment as will, 
after deduction of commission allowed him, realize to you the same amount 
of profit you realize from our trade." 

President Scott replies that what is proposed " is satisfactory, 
the provisions of which shall be dnly carried ont." 

Fourth. I am only able to adduce one specific agreement as 
to transportation rate paid by the Standard to the railroads. 
Taking effect June 1, 1879, the rate on crude oil from the Brad- 
ford field to New York was twenty cents per barrel, with 
corresponding rates from other fields, and on refined oil. On 
August 1st the Bradford crude rate was reduced to fifteen cents 
per barrel. The nominal rate, from the Bradford field to New 
York, as given to the public, was reduced, in May of that year, 
from one dollar and fifteen cents to eighty-five cents per barrel. 
The public had no further intimation of a drop in the rate until 
it was announced, June 23d, that the rate was reduced from 
eighty-five cents per barrel to thirty cents per barrel. The 
reduction was made known to the Standard, which, before the 
public knew there was a drop, was selling refined oil enormously 
to foreign markets for future delivery. The ostensible reason 
for the reduction of the rate to twenty cents and fifteen cents 
was to oppose the new outlet from the Bradford field to the 
sea-board, by the Tide-Water Pipe Company and the Reading 
Railroad Company. The offence consisted in an injury to the 
new outlet, and this Mr. F. B. Gowan, President of the Read- 
ing Railroad Company, pronounced before the Congressional 
Committee on Commerce, at Washington, January 27, 1880, to 
be " a criminal conspiracy of the most dangerous character"; in 
an injury to the stockholders of the railroads, as the rates were 
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not advanced until April 1, 1880, about seventeen million barrels 
being moved to the sea-board at the reduced rate, which was esti- 
mated by Mr. G-owan to be only about one-half or one-third of 
the cost ; and to foreign purchasers of the refined oil who, while 
enormous contracts were being made, had no knowledge that 
the transportation rate had been reduced. The reduction con- 
tinued so long that the Standard was not only able to fiU its 
contracts, but was able to accumulate large stocks at the sea- 
board to fill contracts after the rate had advanced. 

Fifth. The American Transfer Company was a Standard 
organization, which at one time was a pipe company in the oil 
country, not differing in general character from other pipe lines. 
When they were all absorbed by the Standard it was supposed 
to have been merged with the others into the United Pipe Lines, 
and to have become part of that system, and from the oil coun- 
try stand-point it lost its identity, and made no report to the 
State Grovernment at Harrisburg, as pipe-lines were required by 
law to do. It seems, however, that it retained title, or attained 
it subsequently, to pipes connecting the United system with 
railroads; at Oil City, a few hundred feet of pipe across the 
Allegany River ; at Olean, less than a mile ; at Salamanca, at 
Kane, at Pittsburg, a number of miles, at the latter place some 
forty miles, substantially parallel to a railroad, so saving rail- 
road transportation to that point, which was an important 
refining point, particularly for the Western trad?. The oil pro- 
ducer supposed that the pipeage charge of twenty cents per barrel 
paid for transporting from his weUs to the railroads the oil he 
produced and sold, and it did, so far as there was any recognized 
fee of the American Transfer Company. On February 15, 1878, 
however, the General Manager of the American Transfer Com- 
pany writes to the Vice-President of the Pennisylvania Railroad 
Company : 

" 1 here repeat what I once stated to you, and which I asked you to 
receive, and treat as strictly confidential, that we have been for many 
months receiving from the New York Central and Erie Eailroads certain 
sums of money, in no instance less than twenty cents per harrel on every 
barrel of crude oil carried by each of those roads. Cooperating, as we are 
doing, with the Standard Oil Company and the trunk lines in every effort to 
secure for the railroads paying rates of freight on the oil they carry, I am 
constrained to say to you that, in justice to the interest I represent, we 
should receive from your company at least twenty cents per barrel on each 
barrel of crude oil you transport. ... I make this proposition with the full 
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expectation that it will be acceptable to your company ; but, with the under- 
standing, on my part, that in so doing I am not asking as much of the Penn- 
sylvania road and its connections as I have been, and am receiving, of the 
other trunk lines." 

The reply is as follows : 

"Your favor of February 15th has been received, and directions have 
been given to allow you, from and after February 1, 1878, the commission 
therein asked for, until further notice." 

The South Improvement contracts were published shortly after 
the time they became operative, and in consequence of the popular 
uprising of the oil country were at once annulled by the Pennsyl- 
vania Legislature through its control of the charter of that com- 
pany. Nothing was known of the contracts with the New York 
railroads of April 17, 1874, of March 1, 1875, of August 1, 1875, 
and of January 1, 1876, until the year 1879, when the Hepburn 
investigation brought them to light. The Pennsylvania Rail- 
road Company's letter of October 17, 1877, and the American 
Transfer Company's letter of February 15, 1878, were brought 
out by an investigation in Pennsylvania in the early part of 
1879. The contracts of the South Improvement Company show 
already no apprentice hand in the business of establishing draw- 
backs, and this business is believed to have first been projected 
on a large scale at Cleveland about the year 1870, when the 
managing director of the Lake Shore and Michigan Southern 
Railroad Company put capital into the business of refining undei' 
the management of the men who have since made the Standard 
Oil Company. Prom that time onward the steps to success were 
apparently taken with ease. The failure of the South Improve- 
ment Company only developed the fact that secrecy was a factor 
of the utmost importance. Enterprises in the oil business per- 
taining to the piping, shipment and refining of oU, with the 
noteworthy exception of the Tide-Water Pipe Company, started 
in,1879, and which stUl lives, were entered into as other enter- 
prises are entered into, but were mostly abandoned in bank- 
ruptcy and despair, when not swallowed up by the power that had 
obtained an administrative relation to shipments from points of 
production to the markets of the world. In seeing this point 
we see the essential point of the Standard Oil Company. Its 
success has been a personal success with railroad men who have 
proved facile to its desires, and on this its claims to genius and 
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unwonted enterprise must rest ; after this, with ordinary sagac- 
ity, comes merely an accumulation of clerical and mechanical 
work. The public mind of the oil country and of the oil trade 
has rebelled; but, with railroad facilities representing railroad 
capital against it, it has been like an imprisoned bird beating its 
wings against the iron bars that confined it. Private enterprises 
have been started, and anything like the achievement of a success- 
ful position has been the signal for an onslaught for the ruin or 
the possession of the property. The ground the Standard has taken 
for itself xmist not be trenched upon. Adverse opinions have been 
fought by securing possession of the public press of the oil coim- 
try, and the man of power in opposition has been a man to be 
conciliated by a share of that of which there was so much. 
$40,315,609 of exports for the fiscal year 1881, and $61,789,438 
for the great bull year ending June 30, 1877, to which is to be 
added one-quarter to one-third more for the domestic consump- 
tion of the United States, show sums from which a revenue was 
to be drawn. Its plant is now newspapers, pipe-lines, storage- 
tanks, oil country and Western refineries, trunk pipe-lines, oil- 
cars, refined oil depots, sea-board refineries, capitalized at over 
$100,000,000. Does this illustrate development in free America 
from a small beginning at Cleveland twelve years ago? The 
company is putting its hands on other industries, and a wider 
public may yet have a more intimate knowledge of it than is 
set forth in this article. 

John 0. Welch. 



